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12 1 . INTRODUCTION
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Pursuant to Decision No. 67744 (April 7, 2005), Arizona Public Service Company

("APS" or "Company") hereby requests that the Commission approve the attached Rate Schedule

TCA-l ("TCA-l"), effective March l, 2008. See Attachment A. TCA-l reflects the transmission

rates that will become effective for users of the APS transmission system as of March l, 2008.

See Attachment 13.1 These transmission rates are more than 5% above the level then established17

18 by Decision No. 67744. See Attachment C.

19 11. BASIS FOR THE COMPANY'S REQUEST

20

21

22

In Decision No. 67744, the Commission approved a transmission cost rate adjustment

mechanism, or TCA. See Attachment D. The initial TCA charge was set at 30.00/kWh with base

rates reflecting an effective transmission charge of $300476 per kph. Under the terms of Decision

No. 67744: "[T]he TCA goes into effect when the transmission component of retail rates exceeds23

24

QS

26

1 Attachment B reflects the suspension by the Federal Energy Regulatory Commission ("FERC") of the Company's
July 2007 FERC transmission rate filing until March 1, 2008. Thereafter, the rates requested by APS become
effective subject to refund as a matter of federal law. Attachment B further reflects the procedural history of the
Company's FERC filing up until the date of suspension. For the sake of brevity, APS will not repeat that history in
this application.
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the  te s t ye a r ba s e  a mount of 8 .00476 pe r kph by 5 pe rce nt a nd AP S  obta ins  Commis s ion

a pprova l of a  [ne w] TCA ra te ." Id. a t 29. Be ca us e  FERC e s ta blis he s  unbundle d tra ns mis s ion

ra te s  for a ll use rs  of the  AP S  tra nsmis s ion sys te m, the  purpose  of the  TCA wa s  to pe rmit more

time ly recove ry by ANS of transmiss ion cos ts  from a ll cus tomers . The  Commiss ion furthe r s ta ted

tha t the  TCA would  "e ns ure  tha t a ny pote ntia l d ire ct a cce s s  cus tome rs  pa y the  s a me  for

transmission as Standard Offer customers." Id. a t 28 .6
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In De cis ion No. 69663, the  Commis s ion modifie d the  me a ns  by which APS re ta il

customers are assessed transmission charges. Specifically, the previous per kph charge was

converted to a per kW charge for customers greater than 20 kW and having demand meters while

remaining as a per kph charge for those customers below 20 kW or for customers that are not

demand-metered. See Attachments E and F for examples of the current base transmission rate.

APS has conducted multiple analyses of the rates set forth in Attachment A (First Revised

Ra te  Schedule  TcA-l) to de te rmine  whe the r they a re  grea te r than the  leve l e s tablished in

decis ion No. 67744 by an amount more  than 5%. The  re levant ca lcula tions  a re  se t forth in

Attachment C. As  can be  seen, whether one  uses  the  tes t period billing de te rminants  from

Decision No. 67744 (essentially calendar 2002), or the billing determinants from the test period

used in the Company's FERC rate tiling (calendar 2006), the 5% "threshold" is easily met in each17

18 instance.

19 111. IMP ACT OF THE  P ROP OS E D TCA CHARGE S

20

21

22

Impact on reta il revenues from the new TCA charges is  approximately $30 million per

year, or approximately 1%. For a  typical APS residential customer. this  means an increase of

roughly $1 pe r month on ave rage . An ana lys is  of typica l cus tomer bill impact is  shown on

Atta chme nt G. This  a mount will be  s ubje ct to re fund if the  fina l FERC orde r in the  APS23

24 transmission rate case reduces the charges proposed by APS. Such refiuid, if appropriate, could

25

26
APS has  a lso conducted calculations  us ing other 12 months ' data  and also eas ily exceeds  the 5% threshold as

compared to 98.00476/kWh.
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e ithe r be  re fle cte d  in  ne xt ye a r's  (2009) TCA cha rge  or by a  prior a djus tme nt to  the  TCA,

depending on the  timing of a  fina l FERC order in the  pending FERC proceeding and of any future

a d jus tme n ts  to  the  TCA re qu ire d  by fu tu re  cha nge s  iii the  Compa ny's  FERC-a pprove d

transmission rates.34

5 Iv. CONCLUSION

6 APS believes the requested TCA charges are fully consistent with the terms of Decision

7 No. 67744. APS therefore requests that the Commission approve First Revised Rate Schedule

8 TCA, e ffe ctive  for a ll bills  is sue d be ginning in the  firs t billing cycle  of Ma rch, 2008.

RES P ECTFULLY S UBMITTED this  31s t da y of De ce mbe r, 2007.9

10

11

L

Meghan Gravel
12

Attorneys for Arizona Public Service Company
1 3

14 The original and 13 copies of the foregoing were
filed this 31st day of December, 2007 with:

15

16

l'7

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007.
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19 4/wW\
20
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8 As  the Commiss ion is  aware, APS is  employing the so-ca lled "formula" approach to transmiss ion ra tes  in which
APS will annually adjus t its  transmiss ion ra tes  in accordance with a  FERC-approved formula , which includes  a
reconcilia tion of any over or under recoveries  of cos t during the prior year.
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Customer Class July 1, 2007 Charge March 1, 2008 Charge TCA Charge

Res identia l
Network transmiss ion
Scheduling
Regula tion
Spinning Reserve
Operating Reserve

Tota l

$0.00417/kWh
$0.000069/kWh
$0.000267/kWh
$0.000618/kWh
$0.000078/kWh

$0.00516/kWh
$0.000069/kWh
$0.000267/kWh
$0000618 /kwh
$0.000078/kWh
$0.00619 /kph

$9.00099/kWh

$0.00520 /kph
Genera l Service< 20 kW

Network transmis s ion
Scheduling
Regula tion
Spinning Reserve
Operating Reserve

Tota l

$0.00340/kWh
$0.000056/kWh
$0.000217/kWh
$0.000502/kWh
$0.000064/kWh

$0.00435/kWh
$0.000056/kWh
$0.0002 l 7/kwh
$0.000502/kWh
$0.000064/kWh
$0.00519 /kph

$0.00095/kWh

380.00424 /kph
Genera l Service over 20 kw, under
3,000 kW

Network transmiss ion
Scheduling
Regula tion
Spinning Reserve
Operating Reserve

Tota l

$1.271/kW
$0.0208/kW
$0.08l3/kW
$5.1879/kW
$0.0238A<w

$1,796/kW
$3.0208/kW
580.0813/1<w
$0.1879/kW
$0.0238/kW
SO. 1098 /kw

$0.525/kW

$l.5848  /kw
General Service over 3,000 kW

Network transmission
Scheduling
Regulation
Spinning Reserve
Operating Reserve

Total

$1 ,42 l /kw
$3.0236/kW
$0.0919/kW
$0.2124A<w
$0.0269/kW

$1.735/kW
30.0236/kW
30.0919/kW
$02124/kW
$0.0269/kW
$2.0908 /kw

$0.314/kW

$3.7758 /kw

w
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Attachm ent A

ADJUSTMENT SCHEDULE TCA-1
TRANSMISSION COST ADJUSTMENT

AP P LICATIO N

The Transmiss ion Cos t Adjus tment ("TCA") charge sha ll apply to a ll S tandard Offer reta il electric schedules , with
the exception of sola r ra tes  Sola r-1, Sola r-2, and Sp-l, All provis ions  of the cLls tomer's  current applicable ra te
schedule will apply in addition to this  charge.

ANNUAL ADJ US TMENT

Standard Offer rate schedules  covered by this  charge include a  transmission component of base rates  that was
es tablished a t $0.00476 per kilowatt-hour in accordance with A.C.C. Decis ion No. 67744. Decis ion No. 67744 a lso
es tablished the TCA. Decis ion No. 69663 modified the collection of transmiss ion cos ts  in reta il ra tes  to tie to the
cos ts  found in the FERC approved Open Access  Transmiss ion Tariff.

RATE

The charge sha ll be ca lcula ted a t the following ra te:

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: April l, 2005

A.C.C. N0.xxx
Canceling A.C.C. No. 5615

Adjus tment Schedule  TCA- 1
Revis ion No. 1

E ffe c tive : XXXXX

Are

P age 1 of 1



ATTACHMENT B



20070921-3069 Issued by FERC OSEC 09/21/2007 in Docket#: ER07-1142-000
Attachment B

1 of 11

120 FERC 'H 61,262
UNITE D S TATE S  O F AME RICA

FE DE RAL E NE RG Y RE G ULATO RY CO MMIS S IO N

Be fore  Commis s ione rs : J os e ph T. Ke llihe r, Cha irma n
S ue de e n G. Ke lly, P hilip D. Moe lle r
a nd J on We llinghoff

Arizona  P ublic S e rvice  Compa ny Docke t No. ER07-1142-000

ORDER ACCEP TING AND S US P ENDING P ROP OS ED FORMULA RATES
S UBJ ECT TO CONDITIONS  AND ES TABLIS HING HEARING AND S ETTLEMENT

J UDGE P ROCEDURES

(Issued September 21, 2007)

On J uly 10, 2007, Arizona  P ublic S e rvice  Compa ny (AP S ) file d re vis ions  to its
Ope n Acce s s  Tra ns mis s ion Ta riff (OATT) to imple me nt ne w formula  ra te s . AP S
re que s ts  tha t the  re vise d ra te s  be  a cce pte d for filing 60 da ys  a fte r the  da te  of tiling, with
billing a t the  ne w ra te s  to be  e ffe ctive  on the  firs t da y of the  month following s uch
a cce pta nce  for filing, Octobe r 1, 2007

As  discussed be low, we  accept the  proposed revis ions  to the  OATT and suspend
the m for five  months  to be come  e ffe ctive  on Ma rch 1, 2008, s ubje ct to re ftmd. In
a ddition, we  dire ct a  complia nce  filing a nd e s ta blish he a ring a nd se ttle me nt judge
procedures

I Background

3 AP S  is  a  wholly owne d subs idia ry of P inna cle  We s t Ca pita l Corpora tion a nd a
public utility incorpora te d in the  s ta te  of Arizona . AP S engages in the  ge ne ra tion
tra nsmis s ion, dis tribution a nd sa le  of e le ctricity in inte rs ta te  comme rce , a nd owns
fa cilitie s  use d for the  sa le  a nd tra nsmiss ion of e le ctric e ne rgy in inte rs ta te  comme rce
AP S  provide s  point-to-point tra ns mis s ion s e rvice , ne twork inte gra tion tra ns mis s ion
se rvice , a nd a ncilla ry s e rvice s  to whole sa le  jurisdictiona l cus tome rs  unde r its  OATT
The  pre sent ra te s  for transmiss ion se rvice s  we re  e s tablished by se ttlement in Docke t
No. ER96-240l,' a nd use  4-Coincide nt P e a k a nd se a sona l ra te  me thodologie s . AP S  a lso

Arizona Public Service Co., 87 FERC1161,314 (1999) (letter order approving
settlement)
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provide s  for re ta il ne twork inte gra tion tra ns mis s ion s e rvice  a nd a ncilla ry s e rvice s  to re ta il
cus tome rs  unde r S che dule  ll of its  OATT. The  pre s e nt ra te s  for tra ns mis s ion s e rvice s
for re ta il cus tome rs  we re  e s ta blishe d in Docke t No. ER99-4577.2

II. In s ta n t Filin g

4. In its  J uly 10, 2007 filing, AP S  s e e ks  to imple me nt formula  ra te s  for whole s a le
a nd re ta il tra nsmiss ion se rvice s  to more  a ccura te ly re fle ct the  cos ts  tha t AP S  incurs  in
providing tra ns mis s ion s e rvice s .3 The  propos e d formula  ra te  will a utoma tica lly upda te
a nnua lly ba se d on FERC Form No. l (Form 1) da ta  for the  pre vious  ca le nda r ye a r a nd
pla nne d ca pita l e xpe nditure s  for the  curre nt ye a r.

5. S pe cifica lly, AP S 's  propos e d formula  ca lcula te s  AP S 's  prior ye a r cos ts  to own,
ope ra te , a nd ma inta in its  tra nsmis s ion fa cilitie s  us ing tra ditiona l cos t compone nts . The
fionnula  uses  Form 1 da ta  and records  and produces  an annua l transmiss ion revenue
requirement tha t includes  re turn and income  taxes  based on a  yea r-end ra te  base ,
ope ra tion and ma intenance  expense , deprecia tion and amortiza tion expense , amortiza tion
of othe r expenses , and taxes  othe r than income  tax expense . The  ra te s  would change  on
June  1 of e a ch ye a r, ba se d on the  prior ye a r's  cos ts . APS .will use  this  a nnua l
tra nsmis s ion re ve nue  re quire me nt, toge the r with the  prior ye a r's  4-Coincide nt P e a k loa d,
to ca lcula te  the  ra te  for ne twork a nd point-to-point tra nsmis s ion s e rvice . AP S  ha s
propos e d the  following modifica tions  to its  OATT to imple me nt this  cha nge .

6. APS  propose s  to cha nge  Sche dule s  7, 8 a nd 11 a nd Atta chme nt H of its  OATT.
AP S  modifie d S che dule  7 to re fle ct the  formula  ra te  for firm point-to-point tra ns mis s ion
se rvice  a nd S che dule  8 to re fle ct the  formula  ra te  for non-finn point-to-point tra nsmis s ion
se rvice . AP S  cha nge d S che dule  11 to re fle ct the  formula  ra te  for re ta il ne twork
inte gra tion tra nsmis s ion se rvice  a nd to split the  Ge ne ra l S e rvice  0 to 2999 kW into two
sepa ra te  cla sses  cons is ting of Genera l Se rvice  0 to 20 kW and Genera l Se rvice  grea te r
tha n 20 kW to le s s  tha n 3000 kW in orde r to conform with curre nt re ta il ra te  de s ign.
AP S  modifie d Atta chme nt H so tha t it s e ts  forth the  ra te  formula  me thodology for
de te rmining AP S 's  Tota l Tra nsmis s ion Re ve nue  Re quire me nt a nd provide s  for a n a nnua l
informa tiona l filing. In a ddition, the  de finition for "S e rvice  Ye a r" ha s  be e n a dde d to
S e ction 1 of the  OATT.

7 . AP S  is  not s e e king a uthoriza tion for a ny spe cific pla nt a dditions  to e a rn
ince ntive s . Howe ve r, AP S  doe s  propose  to include  in ra te  ba se  50 pe rce nt of a ll
Cons truction Work in P rogre s s  (CWIP ) (without re turn on e quity (ROE) ince ntive )

2 Arizona  P ublic S e rvice Co., 89 FERC 61,226 (1999).

3 In this  filing, APS  doe s  not propose  a ny cha nge s  to a ncilla ry se rvice  cha rge s  or
its  los s  fa ctors .
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a s s ocia te d with a ll tra ns mis s ion inve s tme nt in lie u of re cording Allowa nce  for Funds
Us e d During Cons truction (AFUDC) on s uch a mounts . AP S  s ta te s  tha t it a nticipa te s  a
tra nsmis s ion pla n tota ling a pproxima te ly $1 billion ove r the  ne xt te n ye a rs . AP  S
conte nds  tha t inclus ion of 50 pe rce nt of CWIP  will he lp e ns ure  AP S 's  fina ncia l he a lth
during this  cons truction pe riod a nd de s cribe s  how AP S  will a ccount for inclus ion of
CWIP in ra te  base .4

8. AP S  s ta te s  tha t, to the  e xte nt fe a s ible , it ha s  complie d with the  Commiss ion's
filing re quire me nts  for the  inclus ion of CWIP  in ra te  ba s e . AP S  e xpla ins  tha t its  file d
te s timony, a long with AP S 's  2007-2016 Te n Ye a r P la n, a nd the  Arizona  Corpora tion
Commiss ion's  Fourth Bie nnia l Tra nsmiss ion Asse ssme nts  a ll support the  ne e d for the
ma jor tra nsmiss ion proje cts  AP S  is  propos ing ove r the  ne xt te n ye a rs . AP S  re que s ts  a
wa ive r of the  Commis s ion's  re quire me nt for forwa rd-looking ra tios  a nd re que s ts  wa ive r
of the  othe r a pplica ble  CWIP  filing re quire me nts  if it doe s  not a de qua te ly me e t the m.
AP S  a lso re que s ts  wa ive r of a ny re quire me nts  to submit a  P e riod II cos t of s e rvice  s tudy.

9 . APS  e xpla ins  tha t the  formula  ra te  include s  a  re turn on e quity of 1 l .3 pe rce nt.
APS s ta te s  tha t this  ROE pe rcentage  is  within the  range  of rea sonableness , cons ide ring
APS 's  capita l expans ion plan and weakened credit s tanding.6

10. APS  a sse rts  tha t the  formula  ra te  me thodology it propose s  is  cons is te nt with the
me thodologie s  pre vious ly a pprove d by the  Commiss ion. AP S  re que s ts  tha t the  re vise d
ra te s  be  e ffe ctive  on the  firs t da y of the  month following the  a cce pta nce  of the  filing,
Octobe r 1, 2007. AP S  re que s ts  tha t to the  e xte nt the  Commiss ion de te rmine s  the  filing
re quire s  furthe r inve s tiga tion, tha t a ny suspe ns ion of the  ra te s  be  for a  nomina l pe riod.

III . No tic e  o f Filing , In te rve n tions  a nd  P ro te s ts

11. Notice  of AP S 's  tiling wa s  publis he d in the  Fe de ra l Re gis te r, 71 Fed. Reg. 40,849
(2007), with inte rve ntions  a nd prote s ts  due  on or be fore  J uly 31, 2007. Time ly motions
to inte rve ne  we re  file d by the  P ublic S e rvice  Compa ny of Ne w Me xico, Tucs on Ele ctric
P owe r Compa ny a nd UNS  Ele ctric, Inc. The  Arizona  Corpora tion Commis s ion (ACC)

4 S e e  AP S  filing, Appe ndix F, Exhibit No AP S -17, Te s timony of J a son C. La Be nz.

5 Arizona 's  line  s iring s ta tute  re quire s  utilitie s  to file  te n ye a r pla ns  re ga rding the
cons truction of tra nsmis s ion line s  a nd re quire s  the  Arizona  Corpora tion Commiss ion to
re vie w the  pla ns  bie nnia lly, a  proce ss  ca lle d the  Bie nnia l Tra nsmiss ion Asse ssme nt

6 S e e  AP S  filing, Appe ndix E, Exhibit No AP S -11, Te s timony of Willia m Ave rt.
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filed a  notice  of intervention and protest. The Arizona Districts7 filed a  joint motion to
intervene out of time. On August 15, 2007, APS filed an answer to ACC's protest.

12. The  ACC, which re gula te s  AP S  a s  a  public s e rvice  corpora tion in Arizona ,
re que s ts  tha t the  Commiss ion suspe nd imple me nta tion of APS 's  propose d ra te s  for a n
a ppropria te  pe riod, subje ct to re fund, a nd se t the  ma tte r for he a ring. The  ACC a lso
re que s ts  a n e xte ns ion of time  to more  fully a ddre s s  the  me rits  of AP S 's  ra te  tiling. The
ACC ma inta ins  tha t it ca nnot time ly e va lua te  the  tiling within the  twe nty-one  da y
comme nt pe riods  The  ACC s ta te s  tha t it would like  to re ta in a  cons ulta nt to e va lua te
APS 's  filing a nd re que s ts  tha t the  Commiss ion e s ta blish a  proce dura l confe re nce  a fte r its
consulta nt ha s  conclude d the  e va lua tion. In a ddition, the  ACC s ta te s  tha t it would like  to
me e t with APS  pe rsonne l to a sse ss  the  re la tionship be twe e n APS 's  tra nsmiss ion cos t
a djus te r a nd its  propose d fionnula  ra te s .9 The  ACC e xpla ins  tha t a fte r a  more  comple te
re vie w of AP S 's  filing, it will s ubmit a dditiona l comme nts  or prote s ts . Until the n, the
ACC re que s ts  tha t the  Commiss ion not is sue  a ny rulings  in this  ma tte r.

13. As  a n initia l prote s t, the  ACC s ta te s  it is  conce rne d by AP S 's  propose d use  of
forwa rd-looking cos ts , such a s  including 50 pe rce nt of CWIP  a nd fore ca s te d tra nsmiss ion
pla nt in its  ra te  ba se  ca lcula tion. The  ACC a rgue s  tha t such me thodologie s  ma y viola te
Arizona  ca se  la w re quiring the  use  of his toric te s t ye a r da ta  in imple me nting tra nsmis s ion
cos t a djus tors . The  ACC a s se rts  tha t AP S 's  curre nt tra nsmis s ion cos t a djus tor is  ba se d
on his toric da ta  and a ssumes  a  fixed ra te . Furthe r, the  ACC a rgues  tha t APS  appea rs  to
jus tify the  use  of formula  ra te s  with re a sons  pre vious ly re j e cte d by the  ACC.

7 The Arizona Districts  include: Aquila  Irrigation District, Buckeye Water
Conservation & Drainage District, Electrical District No. 6 of Pinal County, Electrical
District No. Seven of Maricopa County, Electrical District No. 8 of Maricopa County,
Harquahala Valley Power District, Maricopa County Municipal Water Conservation
District No.1, McMullen Valley Water Conservation & Drainage District, Roosevelt
Irriga tion Dis trict, and Tonopah Irriga tion Dis trict.

8 The  ACC s ta te s  tha t its  reques t for an extens ion of time  is  ba sed in pa rt on the
re quire me nt e s ta blis he d in ACC De cis ion No. 67744, Re : Arizona  P ublic S e rvice  Co. ,
241 P .U.R. 4th 181, 2005 WL 1163264 (Ariz.C.C.) tha t AP S  notify the  ACC init file s  a
re que s t to cha nge s  its  tra nsmiss ion ra te s  with the  Commiss ion. The  ACC conte nds  tha t
de s pite  AP S 's  notifica tion to the  ACC of its  filing, AP S  did not give  the  ACC s ta ff
s ufficie nt time  to pre pa re  for pa rticipa ting in this  proce e ding.

9 In De cis ion No. 67744, the  ACC re quire d AP S  to e s ta blish a  tra nsmiss ion cos t
adjus tor to ensure  tha t any potentia l direct access  cus tomers  pay the  same  for
tra nsmis s ion a s  s ta nda rd offe r cus tome rs . On Augus t 8, 2007, the  ACC notifie d the
Commiss ion tha t on Augus t 2, 2007, it me t with re pre se nta tive s  from AP S  to discuss  the
ins ta nt filing.
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S pe cifica lly, the  ACC conte nds  tha t AP S 's  jus tifica tion for formula  ra te s  in this
proce e ding is  s imila r to AP S 's  re que s t for a n "a ttrition a djus tme nt," which the  ACC
re je cte d in De cis ion No. 69663."

14. The  ACC a lso obje cts  to AP S 's  re lia nce  on the  BTA a s  a  re a son for a pprova l of
the  formula  ra te s . The  ACC s ta te s  tha t its  BTA is  not a  proce s s  for pre -a pprova l of the
cons truction of tra ns mis s ion line s  a nd cla rifie s  tha t, purs ua nt to Arizona 's  line  s iring
s ta tute , AP S  mus t s till a pply for a nd re ce ive  a  Ce rtifica te  of Environme nta l Compa tibility
prior to cons tructing a  tra ns mis s ion line  of 115 kV or highe r.11 The  ACC obje cts  to wha t
it vie ws  a s  a n a tte mpt by AP S  to obta in ina ppropria te  pre -a pprova l for $1 billion in
tra nsmiss ion proje cts  a nd re que s ts  tha t the  Commiss ion not re ly on the  BTA to a pprove
AP S 's  formula  ra te s .

15. Fina lly, the  ACC oppose s  AP S 's  re que s t to wa ive  the  Commiss ion's  re quire me nts
for a  full P e riod II cos t of s e rvice  s tudy a nd for forwa rd-looking a lloca tion ra tios . The
ACC is  conce rne d tha t the  use  of forwa rd-looking ra tios  would re sult in re ta il cus tome rs
s ubs idizing whole s a le  cus tome rs  with re ga rd to CWIP  re cove ry. As  a  re s ult, the  ACC
re que s ts  tha t the  Commis s ion de ny AP S 's  re que s t for wa ive r of the  CWIP  filing
re quire me nts , but s ta te s  tha t it would like  a dditiona l time  to e va lua te  AP S 's  wa ive r
requests .

16. In its  a nswe r, AP S  re que s ts  tha t the  Commiss ion de fe r a ction on the  filing until
Se pte mbe r 30, 2007,12 so tha t the  ACC ma y conduct a dditiona l re vie w of the  filing, a s  the
ACC re que s ts . Howe ve r, AP S  oppose s  a n inde finite  e xte ns ion of time  a nd s ta te s  tha t it
fully complie d with the  proce dure s  e s ta blishe d in ACC De cis ion No. 67744, a s  we ll a s
Commis s ion rule s , by time ly filing a  notice  of the  ins ta nt filing with the  ACC.

17. AP S  a sse rts  tha t, contra ry to the  ACC's  pos ition, AP S 's  re que s te d wa ive rs  a re
cons is te nt with Commiss ion pre ce de nt a nd should be  gra nte d. APS  a lso oppose s  the
ACC's  re que s t for a  full e vide ntia ry he a ring. AP S  conte nds  tha t the re  a re  no ge nuine

10 See  ACC Decis ion No. 69663, Re : Arizona  P ublic S e rvice Co., 2007 WL
2126363 (Ariz.C.C.) In De cis ion No. 69663, AP S  re que s te d a n "a ttrition a djus tme nt" to
compe nsa te  for the  a lle ge d te nde ncy of utilitie s ' ra te s  of re turn to diminish ove r time
because  of ope ra ting cos ts  tha t increase  fa s te r than revenue , capita l cos ts  growing fa s te r
tha n e a rnings , or a  combina tion of both. The  ACC re je cte d AP S 's  re que s t be ca use  it wa s
an "a ttempt to a ccount for unmeasurable  and unknown future  a ctions  and events  [and]
would ne ce ssa rily cre a te  unjus t ra te s  a nd cha rge s  imme dia te ly in orde r to poss ibly
achieve  jus t and rea sonable  ra te s  a t some  unknown point in the  future ."

12 APS s till reques ts  an e ffective  da te  of Octobe r 1, 2007.
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is sue s  of ma te ria l fa ct, a nd tha t the  a lle ga tion the  formula  ra te s  a re  incons is te nt with ACC
pre ce de nt is  irre le va nt give n the  Commis s ion's  e xclus ive  juris diction ove r inte rs ta te
tra nsmiss ion. AP S  conte nds  tha t its  re que s t for formula  tra nsmiss ion ra te s  is  cons is te nt
with Commiss ion pre ce de nt a nd tha t the  inclus ion of 50 pe rce nt of CWIP  in ra te  ba se
achieves  a  suitable  ba lance  be tween the  APS 's  need to recove r cos ts  in a  time ly manne r
a nd the  cus tome r's  de s ire  to re duce  the  fina ncia l impa ct of ne w tra nsmiss ion proje cts .
APS  a lso points  out tha t the  Commiss ion ha s  approved the  use  of formula  ra te s  and
50 pe rce nt CWIP  for a  tra nsmiss ion provide r whose  propose d e xpa ns ion pla ns  cos t two
to thre e  time s  wha t AP S 's  pla ns  cos ts ." In a ddition, AP S  s ta te s  tha t its  filing it not a
reques t for pre -approva l of a ll pre sent and future  transmiss ion cos ts  because  it includes  a
true -up me cha nism a nd re vie w proce dure s . Third, AP S  a s se rts  tha t de spite  the  ACC's
conte ntion, AP S  prope rly include d the  BTA in its  filing. AP S  e xpla ins  tha t its  purpos e
for including the  BTA in the  filing wa s  to provide  furthe r informa tion in s upport of
S ta te me nt BM,14 a nd not to imply tha t a ll of the  proje cts  de scribe d we re  a lre a dy
a pprove d.

Iv . Dis cus s ion

A. P ro c e d u ra l Ma tte rs

18. P ursua nt to Rule  214 of the  Commiss ion's  Rule s  of P ra ctice  a nd P roce dure ,

to inte rve ne  se rve  to ma ke  the  e ntitie s  tha t tile d the m pa rtie s  to this  proce e ding.

19. P ursua nt to Rule  2l4(d) of the  Commiss ion's  Rule s  of P ra ctice  a nd P roce dure ,

file d motion to inte rve ne  give n the ir inte re s t in the  proce e ding, the  e a rly s ta ge  of the
proceeding, and the  absence  of undue  pre judice  or de lay.

20. Rule  2l3(a )(2) of the  Commis s ion's  Rule s  of P ra ctice  a nd P roce dure , 18 C.F.R.

de cis iona l a uthority. We  will a cce pt AP S 's  a ns we r be ca us e  it ha s  provide d informa tion
tha t a ss is ted us  in our decis ion-making process .

13 See  American Transmiss ion Co., 105 FERC fl 61,388 (2003), orde r a pproving
se ttle me nt, 107 FERC wt 61,117 (2004).

14 S ta te me nt BM re quire s  a  utility to de scribe  its  long-ra nge  progra m for providing
re lia ble  a nd e conomic powe r, include  a nd a sse ssme nt of the  re la tive  cos ts  of a dopting
a lte ra tive  s tra te gie s , a nd provide  a nd e xpla na tion of why the  progra m a dopte d is  prude nt
a nd cons is te nt with a  le a s t-cos t e ne rgy supply progra m. S e e  Orde r No. 298, FERC
Sta ts . & Reps. 'H 30,455 (1983). `
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B. P ro p o s e d  Fo rm u la  Ra te  F ilin g

2 1 . For the  re a s ons  dis cus s e d be low, we  will a cce pt AP S 's  formula  ra te  propos a l a nd
s us pe nd the  ta riff for a  full five  months , to  be come  e ffe c tive  Ma rch 1, 2008, s ubje c t to
re fund, a nd re quire  a  complia nce  filing  to  a ddre s s  ce rta in  de fic ie nc ie s  in  the  filing . In
a ddition, we  will e s ta blis h he a ring a nd s e ttle me nt judge  proce dure s .

1 . Suspension

22. Our pre limina ry a na lys is  of AP S 's  propos e d formula  ra te  indica te s  tha t ce rta in
compone nts  of the  propos e d formula  ha ve  not be e n s hown to be  jus t a nd re a s ona ble , a nd
ma y be  unjus t, unre a s ona ble , unduly dis c rimina tory or pre fe re ntia l, or o the rwis e
u n la wfu l.  In We s t Te xa s  Utilitie s  Compa ny," the  Commis s ion e xpla ine d tha t whe n its
pre limina ry e xa mina tion indica te s  tha t the  propos e d ra te s  ma y be  unjus t a nd
unre a s ona ble , a nd ma y be  s ubs ta ntia lly e xce s s ive , a s  de fine d in We s t Te xa s , the
Commis s ion would  ge ne ra lly impos e  a  five -month  s us pe ns ion. In  the  ins ta nt proce e ding,
we  find tha t the  propos e d ra te s  ma y be  s ubs ta ntia lly e xce s s ive . The re fore , we  will
s us pe nd AP S 's  propos e d cha nge  for the  ma ximum five  month pe riod.

2. Hearing and Settlement Judge Procedures

23. AP S 's  propos e d formula  ra te s  ra is e  is s ue s  of Ma te ria l fa c t tha t ca nnot be  re s olve d
ba s e d on the  re cord be fore  us , a nd tha t a re  more  a ppropria te ly a ddre s s e d through the
he a ring a nd s e ttle me nt judge  proce dure s .

24. Accordingly, a mong the  is sue s  to be  e xa mine d a t he a ring a re : (1) the  propose d
re turn on e quity, (2) a llowa nce  for e xtra ordina ry prope rty los se s ,16 (3) summe r a nd non-
summe r coincide nt pe a k da ta ," (4) re ta ine d re ve nue s  a ssocia te d with se conda ry use s  of
the  compa ny's  tra nsmis s ion a s se ts ," (5) re ve nue  cre dit da ta  for "P oint to P oint S e rvice
re ve nue s  for which the  loa d is  not include d in the  divisor re ce ive d by Tra nsmis s ion
Owne r",19 (6) the  me a ning of the  re fe re nce  tha t "re ve nue s  re la te d to tra nsmis s ion...will

15 18 FERC 1i 61,374-75 (1982) (Wes t Texas ).

16 AP S  filing, Appe ndix D, Exhibit Aps -10 a t line s  64, 65.

17 Id. line s  172, 174.

18 AP S  filing, Appe ndix D, Exhibit AP S -10, Atta chme nt 3 a t line  16.

19 Id. line 5.

z0 Id. line 14.
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ba la nce s , (8) the  propose d inclus ion in ra te  ba se  50 pe rce nt of a ll tra nsmiss ion CWIP ,
a nd (9) the  ca lcula tion of AFUDC." The  he a ring s ha ll a ddre s s  a ll is s ue s  ra is e d by the
filing, a nd is  not limite d to thos e  me ntione d in this  orde r.

25. In se tting AP S 's  propose d inclus ion of CWIP  in ra te  ba se , we  note  tha t AP S  ha s
not a de qua te ly jus tifie d its  re que s t. While  AP S 's  te s timony a nd Te n Ye a r P la n include s
s umma ry informa tion on s e ve ra l tra ns mis s ion proje cts , AP S  provide s  limite d informa tion
to s upport its  e s tima te d $1 billion tra ns mis s ion inve s tme nt a nd fa ils  to e xpla in which
proje cts  will a dd a  tota l of 2,000 MW of tra ns mis s ion ca pa bility. It is  not cle a r from the
filing whe the r APS  a sse sse d the  re la tive  cos ts  of a lte rna tive  s tra te gie s . APS  a lso doe s  not
a de qua te ly e xpla in why its  progra m is  prude nt a nd cons is te nt with a  le a s t-cos t e ne rgy
s upply progra m. We  will, the re fore , provide  AP S  a n opportunity a t the  he a ring to
de mons tra te  tha t it me e ts  the  re quire me nts  of Orde r No. 298 in orde r to include
50 pe rce nt CWIP  in ra te  ba se  for the  te n-ye a r pe riod.

26. The  Commis s ion ha s  re ce ntly a llowe d re gula te d utilitie s  to include  ince ntive
pla ce holde rs  in the ir ra te  formula ." AP S 's  file d fionnula  conta ins  no va lue s  with re s pe ct
to the se  pla ce holde rs , a nd we  dire ct AP S  to ma inta in a  va lue  of ze ro in its  formula
te mpla te . AP S  mus t a pply for a uthoriza tion to re cove r ince ntive s  through the  formula
unde r a  future  s e ction 205 filing. Furthe rmore , we  dire ct the  pa rtie s  a t the  he a ring to
e nsure  tha t the  fionnula  compone nts , including the  pla ce holde rs  for future  ince ntive s ,
follow Commiss ion-a pprove d me thodologie s , work a s  inte nde d a nd ca lcula te  the
ince ntive s  corre ctly whe n a uthorize d for s pe cific proje cts .

27. Fina lly, we  dire ct AP S  to s ubmit a  complia nce  tiling within 60 da ys  of the
is s ua nce  of this  orde r with the  following modifica tions .

Atta chme nt H provide s  tha t the  a nnua l tra nsmiss ion re ve nue  re quire me nt
a nd the  gros s  ra te  for ne twork inte gra tion tra nsmis s ion se rvice  a nd re ta il ne twork
inte gra tion tra nsmis s ion se rvice  a re  e qua l to "the  re sults  of the  formula  shown in
Atta chme nt H-l ." We  find tha t this  ta riff la ngua ge  doe s  not s pe cify which of the
181 line s  of the  formula  in a tta chme nt H-1 re pre se nts  the  re sults  use d to de te rmine
the  annua l transmiss ion revenue  requirement and the  gross  ra te . We  the re fore

E]

21 See Amendments to Uniform System ofAccountsfor Public Utilities and
Licensees and for Nature! Gas Companies (Classes A, B, C and D) to Provide for the
Determination of Ratefor Computing the Allowance for Funds Used During
Construction and Revisions of Certain Schedule Pages ofF PC Reports, Order No. 561 ,
57 FPC 608 (1977), red 'g denied Order No. 561-A, 59 FPC 1340 (1977), order on
clarification, 2 FERC 1161,050 (1978).

22 San Diego Gas & Electric Company, 118 FERC 1161,073 at P 23 (2007),
American Electric Power Service Corp., 120 FERC 1161,205 at P 36 (2007).
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dire ct AP S  to re vis e  Atta chme nt H to s pe cify the  line  numbe rs  from the  formula
a nd include  a  de finition of gros s  ra te  a s  this  te rm is  not de fine d in the  ta riff.

Cons is te nt with Duque s ne  Light Compa ny," we  dire ct AP S  to a dd to
s e ction 1.b of the  Formula  Ra te  Imple me nta tion P rotocols " (P rotocols ) tha t AP S
will ma ke  a n informa tiona l filing with the  Commis s ion whe n it ca lcula te s  its
annua l upda te  to its  transmiss ion revenue  requirement.

E

We  dire ct AP S  to a me nd se ction l.g of the  P rotocols  to include  a
re quire me nt tha t AP S  will submit a s  pa rt of its  a nnua l upda te  to its  tra nsmis s ion
revenue  requirement any proposed changes  to the  amount of CWIP in ra te  base .25

D

We Lind tha t language  in section 2.e  of the  P rotocols  on deprecia tion
e xpe nse  is  uncle a r. We  the re fore  dire ct AP S  to modify la ngua ge  in this  s e ction to
s imply s ta te  tha t the  proje ct's  de pre cia tion e xpe nse  should be  ca lcula te d on
ca pita lize d AFUDC for pla nt in s e rvice .

0

Section 5 of the  P rotocols  conta ins  e rroneous  re fe rences  to the
Commiss ion's  re gula tions  a nd should be  corre cte d to re fe r to s e ction 35.l9a .
0

28. While  we  a re  s e tting a ll is s ue s  ra is e d by the  filing for a  tria l-type  e vide ntia ry
he a ring, we  e ncoura ge  the  pa rticipa nts  to ma ke  e ve ry e ffort to se ttle  the ir dispute  be fore
he a ring proce dure s  a re  comme nce d. To a id the  pa rtie s  in the ir s e ttle me nt e fforts , we  will
hold the  hea ring in abeyance  and direct tha t a  se ttlement judge  be  appointed, pursuant to
Rule  603 of the  Commiss ion's  Rule s  of P ra ctice  a nd P roce dure .26 If the  pa rtie s  de s ire ,
they may, by mutua l agreement, reques t a  specific judge  a s  the  se ttlement judge  in the
proce e ding, othe rwis e , the  Chie f J udge  will s e le ct a  judge  for this  purpos e ." The
se ttle me nt judge  sha ll re port to the  Chie f Judge  a nd the  Commiss ion within 30 da ys  of

23 Duquesne Light Company,118 FERC161,087 at P 74 (2007)

z4 AP S  FERC Ele ctric Ta riff, Thirte e nth Re vis e d Volume  No. 2, Atta chme nt H-2.

is See Southwestern Electric Power Company, 36 FERC 'U 61,081 (1986),Boston
Edison Company, 111 FERC1161,266 (2005).

26 18 c.F.R. § 385.603 (2007).

z7 If the  pa rtie s  decide  to reques t a  specific judge , they mus t make  the ir joint
re que s t to the  Chie f Judge  by te le phone  a t (202) 502-8500 within five  da ys  of this  orde r.
The  Commiss ion's  we bs ite  conta ins  a  lis t of Commiss ion judge s  a nd a  summa ry of the ir
ba ckground a nd e xpe rie nce  (www.fe rc.gov - click on Office  of Adminis tra tive  La w
Judges).

l ll
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the  da te  of the  appointment of the  se ttlement judge , conce rning the  s ta tus  of se ttlement
discuss ions . Ba se d on this  re port, the  Chie f Judge  sha ll provide  the  pa rtie s  with
a dditiona l time  to continue  the ir s e ttle me nt dis cus s ions  or provide  for comme nce me nt of
a  hea ring by a ss igning the  ca se  to a  pre s iding judge .

The  Commis s ion orde rs :

(A) APS 's  proposed formula  ra te s  a re  he reby accepted for filing and suspended
for five  months , to be come  e ffe ctive  Ma rch 1, 2008, a s  re que s te d, subje ct to re fund, a s
discusse d in the  body of this  orde r.

(B) AP S  is  he re by dire cte d to s ubmit a  complia nce  filing, within 60 da ys  of the
da te  of this  orde r, a s  discussed in the  body of this  orde r.

(C ) Pursua nt to the  a uthority conta ine d in a nd subj a ct to the  jurisdiction
confe rre d upon the  Fe de ra l Ene rgy Re gula tory Commiss ion by se ction 402(a ) of the
De pa rtme nt of Ene rgy Orga niza tion Act a nd by the  Fe de ra l P owe r Act, pa rticula rly
se ctions  205 a nd 206 the re of, a nd pursua nt to the  Commiss ion's  Rule s  of P ra ctice  a nd
Proce dure  a nd the  re gula tions  unde r the  Fe de ra l Powe r Act (18 C.F.R. Cha pte r I), a
public he a ring s ha ll be  he ld conce rning AP S 's  propos e d formula  ra te s . Howe ve r, the
he a ring sha ll be  he ld in a be ya nce  to provide  time  for se ttle me nt judge  proce dure s , a s
discusse d in Pa ra gra phs  (D) a nd (E) be low.

(D) P ursua nt to Rule  603 of the  Commiss ion's  Rule s  of P ra ctice  a nd P roce dure ,

a ppoint a  s e ttle me nt judge  in this  proce e ding within fifte e n (15) da ys  of the  da te  of this
orde r. Such se ttle me nt judge  sha ll ha ve  a ll Powe rs  a nd dutie s  e nume ra te d in Rule  603
and sha ll convene  a  se ttlement confe rence  as  soon as  practicable  a fte r the  Chie f Judge
de s igna te s  the  se ttle me nt judge . If the  pa rtie s  de cide  to re que s t a  spe cific judge , the y
mus t ma ke  the ir re que s t to the  Chie f Judge  within five  (5) da ys  of the  da te  of this  orde r.

(E ) Within thirty (30) da ys  of the  a ppointme nt of the  s e ttle me nt judge ,
the  se ttle me nt judge  sha ll file  a  re port with the  Commiss ion a nd the  Chie f Judge  on the
s ta tus  of the  se ttle me nt discuss ions . Ba se d on this  re port, the  Chie f Judge  sha ll provide
the  pa rtie s  with a dditiona l time  to continue  the ir s e ttle me nt dis cus s ions , if a ppropria te , or
a s s ign this  ca s e  to a  pre s iding judge  for a  tria l-type  e vide ntia ry he a ring, if a ppropria te . If
se ttle me nt discuss ions  continue , the  se ttle me nt judge  sha ll tile  a  re port a t le a s t e ve ry s ixty
(60) da ys  the re a fte r, informing the  Commiss ion a nd the  Chie f Judge  of the  pa rtie s '
progre ss  towa rd se ttle me nt.

(F ) If s e ttle me nt judge  proce dure s  fa il a nd a  tria l-type  e vide ntia ry he a ring is  to
be  he ld, a  pre s iding judge , to be  de s igna te d by the  Chie f Judge , sha ll, within fifte e n (15)
days  of the  da te  of the  pre s iding judge 's  de s igna tion, convene  a  prehea ring confe rence  in
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the se  proce e dings  in a  he a ring room of the  Commiss ion, 888 Firs t S tre e t, N.E.,
Wa shington, DC 20426. Such a  confe re nce  sha ll be  he ld for the  purpose  of e s ta blishing a
proce dura l sche dule . The  pre s iding judge  is  a uthorize d to e s ta blish proce dura l da te s  a nd
to rule  on a ll motions  (e xce pt motions  to dismis s ) a s  provide d in the  Commis s ion's  Rule s
of P ractice  and Procedure .

By the  Commis s ion. Commis s ione r S pitze r not pa rticipa ting.

(SEAL)

Kimbe rly D. Bos e ,
Secre ta ry.
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1 agencies to determine the efficiency and practicality of such a streamlined approach.

I
2 I

Attachment D
1 f2

DOCKET no. E-01345A-03-8437

The Commission believes that APS should work to make its 1ow~income assistance programs

3 widely available, including to Native Americans living inside the Corripany's' service territory.

4 Within six months of the effective date of this Order, APS shall develop an outreach plan that will

5 : enable it to better inform the state's Tribes about the Company's low-income assistance programs.

6 . The plan should be filed with the Commission and made available to Tribal authorities within APS'

7 service territory.

8 l l .

9  i

Returning Customer Direct Access Charge ("RCDAC")

The Settlement Agreement provides that APS can recover from Direct Access customers the

10 | additional cost that would otherwise be imposed on other Standard Offer customers if and when the

11 | former return to Standard Offer from their competitive suppliers. The RCDAC shall not last longer

12 Q than 12 months for any individual customer. The charge will apply only to individual customers or

13 j aggregated groups of 3 MW or greater who do not provide APS with one year's advance notice of

14

I

15 | compliance filing.

16 ; o. Service Schedule Changes

17 i The Settlement Agreement adopts several of APS' proposed. changes to service schedules,

18 includiNg Schedule 3, but wide the retention of the 1,000 foot construction allowance for `mdividua1

19 3 residential customers and also with any individual residential advances of costs being refundable.

20 = Several APS customers made public comment about the line extension policy and how it has not been

Z1 . modif ied in a long time. W e will direct Staff to work with APS to review its line extension policy

22 : and determine whether the construction allowance should be modified.

23 : p. Nuclear Decommissioning

The decommissioning costs as rccornmended by APS are adopted as set forth in Appendix I to24

25 8 the Settlement Agreement,

26 3 q. Transmission Cost Adjustor ("TCA"§

27 l The Settlement Agreement establishes a transmission cost adjustor ("TCA") to ensure that
l

28 1 any potential direct access customers pay axe same for transmission as Standard Offer customers. -

'79 T`\Ul°'TC'Yf\\f MA
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i

1

l ITh€ TCA is limited to recovery of costs associated with changes in APS' open access transmission
I

I; tariff ("OATT") or equivalent tariff The TCA goes into effect when the transmission Component of

3 'retail rates exceeds the test year base amount of 30.00476" per kph by S percent and APS obtains

4 l Commission approval of a TCA rate.

S -r. Distributed Generation

6 i
I

7 near customers and load centers. According to the ACA/DEAA, the benefits of distributed energy

Generally, distributed generation is small-scale power generation units strategically located

8 systems include: greater grid reliability, increased grid stability (voltage support along transmission

9 I lines), increased system efficiency (reduction in transmission line losses); increased cfiiciency,

10 I flexibility, decreased pressure on natural gas (demand

l l sustainable installations.

and cost), leverage of resources, and

The Settlement Agreement provides that Staff shall schedule workshops to consider

13 : outstanding issues affecting distributed generation and shall refer to the results of the prior distributed

12

14 . generation workshops for issues to study.

15

I

i

16

17

ACA/DEAA presented its objectives at hearing as follows: a DG workshop with strong Staff

leadership, clear goals, grouNd rules, milestones, and deadlines, participants with authority,

continuing reports to ACC and management, and a process no bring contested issues to :he

18 ; Commission for resolution. None of the proponents of the Settlement Agreement oppose
I

19 : Commission adoption of these objectives,

20

21

22

In its post-hearing brief, ACA/DEAA listed the following guidelines as "ovem'ding criteria":

1) rates must be fair, 2) rates should be designed to send as efficient as possible pricing signals to

consumers, 3) impediments to customer choices, such as unnecessarily difficult and expensive

23 : interconnection to the grid, should be eliminated to the maximum extent possible, 4) all generators

24 . should be treated fairly - large and sznadl, and 5) proposals, if implemented, should not interfere with

25 . the Coxnmissiozi's public policy goals. ACA/DEAA made 3 recommendations: 1) Rate Design - the
I

26 Commission should adopt an experimental rate for partial requirement customers. The proposal

28

27 |

| Se Paragraph 106 of the Settlement Agreement contains a typo, the amount "S0.000476" should actu.aLly be ~*$0)00476_'.

| Tr. p. 1168, av

I
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Ma y - October Billing Cycles
(Summer)

November April Billing Cycles
(Winte r)

$0.08327 pe r kph
$0.08570 per kph for the  firs t 400 kph, plus
$0. 12175 per kph for the next 400 k p h , plus

$0. 14427 per kph for a ll a dditiona l kph

\

Attachment E
RATE SCHEDULE E-12

RESIDENTIAL SERVICE

AVAILABILITY

This  ra te schedule is  available in a ll territory served by the Company a t a ll points  where facilities  of adequate
capacity and the required phase and suitable voltage are adjacent to the s ites  served.

AP P LICATIO N

This rate schedule is applicable to all Standard Offer and Direct Access electric service, except as stated below,
required for residential purposes in individual private dwellings and in individually metered apartments when such
service is supplied at one site through one point of delivery and measured through one meter. For those dwellings
and apartments where electric service has historically been measured through two meters, when one of the meters
was installed pursuant to a water heating or space heating rate schedule no longer in effect, the electric service
measured by such meters shall be combined for billing purposes. Rate selection is subject to paragraphs 3.2 through
3.5 of the Company's Schedule 1, Terms and Conditions for Standard Offer and Direct Access Services.

This  schedule is  not applicable to breakdown, s tandby, supplemental or resale service.

TYP E OF S ERVICE

The type of service provided under this  schedule will be s ingle phase, 60 Hertz, a t a  s ingle s tandard voltage (120/240
or 120/208 as  may be selected by customer subject to availability a t the customer's  s ite). Three phase service may be
furnished under the Company's  Schedule 3 (Conditions  Governing Extens ions  of Electric Dis tribution Lines  and
Services), and is  required for motors  of an individual ra ted capacity of 7-1/2 HP or more.

RATES

The cus tomer's  bill shall be computed a t the following ra tes  plus  any adjus tments  incorporated in this  schedule:

Bundled Standard Offer Service

Bas ic Service Charge: s 0.253 per day

Energy Charge :

Bundled Standard Offer Service cons is ts  of the following Unbundled Components :

Unbundled Components

Basic Service Charge: s 0.056 per day

AR IZONA P UBLIC  S ER VIC E C OMP ANY
P hoenix, Arizona
Filed by: David J . Rumolo
Title : Manager, Regula tion and P ricing
Origina l Effective  Date : J uly 1, 1983

A.C.C. No. 5648
Canceling A.C.C. No. 5570

Rate Schedule E-12
Revis ion No. 22

Effective : J uly 1, 2007
Page 1 of 3



May October Billing Cycles
(Summer)

November .- April Billing Cycles
(Winte r)

$0.04334 pe r kph
$0.04577 per kph for the  firs t 400 kph, plus
$0.08182 per kph for the  next 400 kph, plus

$0. 10434 per kph for a ll a dditiona l kph

*

*

Attachment E
RATE SCHEDULE E-12

RESIDENTIAL SERVICE

RATES  (cont)

Unbundled Components  (cont)

Revenue Cycle Service Charges :
Me te ring $ 0.080 per day

Meter Rea ding s 0.055 per day

Billing s 0.062 per day

System Benefits  Charge: $ 0.00185 per kph

Transmission Charge: $ 0.00520 per k p h

Delivery Cha rge: $ 0.03288 per kph

Generation Charges:

DIRECT ACCES S

The bill for Direct Access  cus tomers  will cons is t of the Unbundled Components  Bas ic Service Charge, the
System Benefits  Charge, and the Delivery Charge, plus  any applicable adjus tments  incorporated in this
schedule. Direct Access  cus tomers  must acquire and pay for generation, transmiss ion, and revenue cycle
services  from a  competitive third party supplier. If any revenue cycle services  a re not ava ilable from a  third
party supplier and must be obta ined from the Company, the Unbundled Components  Revenue Cycle Service
Charges  will be applied to the cus tomer's  bill.

ADJ US TMENTS

The Environmenta l Portfolio Surcharge sha ll be applied to every reta il electric service as  set forth in the
Company's  Adjus tment Schedule EPS-1 or successor schedules  as  approved by the Arizona Corporation
Corninis s ion.

The bill is  subject to the Power Supply Adjus tment factor as  set forth in the Company's  Adjus tment
Schedule PSA-1 pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744 and Arizona
Corpora tion Commiss ion Decis ion No. 69663 .

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company's
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744.

The bill is  subject to the Environmenta l Improvement Surcharge as  set forth in the Company's  Adjus tment
Schedule ElS pursuant to Arizona Corpora tion Commiss ion Decis ion No. 69663 .

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: July l, 1983

A.C.C. No. 5648
Ca nce ling A.C.C. No. 5570

Ra te  Sche dule  E-12
Re vis ion No. 22

Effe c tive : J uly 1, 2007

2.

4.

1.

Pa ge  2 of 3
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Attachment E
RATE SCHEDULE E-12

RESIDENTIAL SERVICE

ADJ US TMENTS (cont)

The bill is  subject to the Competition Rules  Compliance Charge as  set forth in the Company's  Adjus tment
Schedule CRCC-l pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744.

Direct Access customers returning to Standard Offer service may be subject to a Returning Customer Direct
Access Charge as set forth in the Company's Adjustment Schedule RCDAC-l pursuant to Arizona
Corporation Commission Decision No. 67744.

The bill is  subject to the Demand Side Management Adjus tment charge as  set forth M the Company's
Adjus tment Schedule DSMAC-1 pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744.

The bill is subject to the applicable proportionate part of any taxes or governmental impositions which are
or may in the future be assessed on the basis of gross revenues of APS and/or the price or revenue from the
electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder.

CONTRACT P ERIOD

Any applicable contract period will be set forth in APS' s tandard agreement for service.

TERMS  AND CONDITIONS

Service under this rate schedule is subject to the Company's Schedule 1, Terms and Conditions for Standard Offer
and Direct Access Services and the Company's Schedule 10, Terms and Conditions for Direct Access. These
schedules have provisions that may affect the customer's bill. In addition, service may be subj et to special terms
and conditions as provided for in a customer contract or service agreement.

AR IZONA P UBLIC  S ER VIC E C OMP ANY
P hoenix, Arizona
File d by: Da vid J . Rumolo
Title : Manager, Regula tion and P ricing
Origina l Effective  Da te : J uly 1, 1983

A.C.C. No. 5648
Cance ling A.C.C. No. 5570

Rate Schedule E-12
Revis ion No. 22

Effective : J uly 1, 2007

5.

6.

7.

8.

Page 3 of 3
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Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE

AVAILABILITY

This  ra te schedule is  ava ilable in a ll territory sewed by the Company a t a ll points  where facilities  of adequate
capacity and the required phase and suitable voltage are adjacent to the s ites  served.

AP P LICATIO N

This  ra te schedule is  applicable to a ll Standard Offer and Direct Access  electric service required when such sen/ice is
supplied a t one point of delivery and measured through one meter. Rate selection is  subject to paragraphs  3.2
through 3.5 of the Company's  Schedule 1, Terms and Conditions  for Standard Offer and Direct Access  Services .

This  schedule is  not applicable to breakdown, s tandby, supplemental, res identia l or resa le service nor to service for
which Rate Schedule E-34 is  applicable.

TYP E OF S ERVICE

The type of service provided under this  schedule will be s ingle or dire phase, 60 Hertz, a t one s tandard voltage as
may be selected by cus tomer subject to availability a t the cus tomer's  s ite. Three phase service is  furnished under the
Company's  Schedule 3 (Conditions  Governing Extens ions  of Electric Dis tribution Lines  and Services ). Three phase
service is  not furnished for motors  of an individua l ra ted capacity of less  than 7-1/2 HP, except for exis ting facilities
or where tota l aggregate HP of a ll connected three phase motors  exceeds  12 HP. Three phase service is  required for
motors  of an individua l ra ted capacity of more than 7-1/2 HP. Service under this  schedule is  genera lly provided a t
secondary voltage, primary voltage when the cus tomer owns the dis tribution transformer(s), or transmiss ion voltage.

RATES

The bill shall be computed a t the following ra tes  or the minimum rates , whichever is  greater, plus  any adjus tments
incorpora ted in this  ra te schedule:

FOR MONTHLY MAXIMUM DEMANDS  OF 20 kW OR LES S

Bundled Standard Offer Service

Basic Service Charge:

For service through Self-Conta ined Meters :
For service through Ins trument-Rated Meters :
For service a t Primary Voltage:
For service a t Transmiss ion Voltage:

S 0.575
$ 1.134
$ 2.926
$22.422

per day, or
per day, or
per day, or
per day

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: November 1, 1983

A.C.C. No. 5659
Ca nce ling A.C.C. No. 5579

Ra te  Sche dule  E-32
Re vis ion No. 20

Effe c tive : J u ly 1 , 2007

5; .
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May October Billing Cycles
(Summer)

November April Billing Cycles
(Winte r)

For Secondary Service:
$0.11438 per kph for the first 5,000 kph, plus

$0.06254 per kph for all additional kph, or

For Secondary Service:
$009929 per kph for the  firs t 5,000 kph, plus

$0.04745 per kph for a ll a dditiona l kph, or

For Primary Service:
$0.11160 per kph for the  firs t 5,000 kph, plus

80.05976 per kph for a ll a dditiona l kph

For Primary Service:
$0.09651 per kph for the f`1rs t 5,000 kph, plus

$0.04467 pe r kph for a ll a dditiona l kph

\

Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE

RATES (cont)

FOR MONTHLY MAXIMUM DEMANDS  OF 20 kW OR LES S  (cont)

Bundled Standard Offer Service (cont)

Energy Charge:

Bundled StandardOffer Service consists of the following Unbundled Components:

Unbundled Components

Bas ic Service Charge: $ 0.108 per day

Revenue Cycle Service Charges:
Metering:

Self-Conta ined Meters :
Instrument-Rated Meters2
Prima ry:
Transmiss ion:

$ 0.345
s 0.904
s 2.696
$22.192

per day, or
per day, or
per day, or
per day

These daily metering charges apply to typical installations. Customers requiring specialized facilities are subject to
additional metering charges that reflect the additional cost of the installation, (for example, a customer taking service
at 230 kV). Adjustments to unbundled metering components will result in an adjustment to the bundled Basic
Service Charge.

Meter Reading: s 0.058 per day

Billing : $ 0.064 per day

System Benefits  Charge: s 0.00185 per kph

Transmission Charge: s 0.00424 p e r  k p h

I

ARIZONA P UBLIC  S ERVICE COMP ANY
P hoenix, Arizona
Filed by: David J . Rumolo
Title : Manager, Regula tion and P ricing
Origina l Effective  Date : November 1, 1983

A.C.C. No. 5659
Cance ling A,C.C. No. 5579

Rate Schedule E-32
Revis ion No. 20

Effe ctive : J uly 1 , 2007
Page 2 of 6



May -- October Billing Cycles
(Summer)

November April Billing Cycles
(Winte r)

For Secondary Service:
80.03455 per kph for the  firs t 5,000 kph, plus

$0.01038 per kph for a ll a dditiona l kph, or

For Secondary Service:
$003462 per kph for the  firs t 5,000 kph, plus

$0.01045 per kph for a ll a dditiona l kph, or

For Primary Service:
$0.03177 per kph for the  firs t 5,000 kph, plus

$0.00760 pe r kph for a ll a dditiona l kph

For Primary Service:
$0.03184 per kph for the  firs t 5,000 kph, plus

$0.00767 per kph for a ll a dditiona l kph

Ma y October Billing Cycles
(Summer)

November April Billing Cycles
(Winter)

$0.05865 per kph for the  fis t 5,000 kph, plus
$0.03098 pe r kph for a ll a dditiona l kph

$0.07367 per kph for the  flrs t 5,000 kph, plus
$0.04600 per kph for a ll a dditiona l kph

\

*

Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE

RATES  (cont)

FOR MONTHLY MAXIMUM DEMANDS  OF 20 kW OR LES S  (cont)

Unbundled Components (cont)

Delivery Cha rge:

Generation Charge:

FO R MO NTHLY MAXIMUM DEMANDS  G REATER THAN 20 kW

Bundled Standard Offer Service

Basic Service Charge:

For service through Self-Contained Meters:
For service through Instrument-Rated Meters :
For service at Primary Voltage:
For service at Transmission Voltage:

$ 0.575
s 1.134
$ 2.926
522.422

per day, or
per day, or
per day, or
per day

Demand Charge:

Secondary Service: S  8.477per kW for the  flrs t 100 kw, plus

$ 4.509per kW for a ll a dditiona l kw, or

P rima ry Service: $ 7.865per kW for the  firs t 100 kw, plus
$ 3.897per kW for a ll a dditiona l kw, or

Transmiss ion Service: $ 6. lepe r kW for the  firs t 100 kw, plus
$ 2. lepe r kW for a ll a dditiona l kW

ARIZONA P UBLIC  S ERVICE COMP ANY
P hoenix, Arizona
Filed by: David J . Rumolo
Title : Manager, Regula tion and P ricing
Origina l Effective  Date : November 1, 1983

A.C.C. No. 5659
Cance ling A.C.C. No. 5579

Rate Schedule E-32
Revis ion No. 20

Effe ctive : J uly 1 , 2007
Page 3 of 6



May -- October Billing Cycles
(Summer)

November April Billing Cycles
(Winter)

$0.07613 per kph for the  firs t 200 kph per kw, plus
$0.03828 per kph for a ll a dditiona l kph

$0.09115 per kph for the f`1rs t 200 kph per kw, plus
$0.05330 per kph for a ll a dditiona l kph

4

4

u

Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE
RATES  (cont)

FO R MO NTHLY MAXIMUM DEMANDS GREATER THAN 20 KW (cont)

Bundled Components (cont)

Energy Charge:

Bundled Standard Offer Service cons is ts  of the following Unbundled Components :

Unbundled Components

Basic Service Charge: S  0.108 per day

Revenue Cycle Service Charges:
Metering:

Self-Contained Meters:
Instrument-Rated Meters :
Primary:
Transmission:

s 0.345
s 0.904
s 2.696
$22,192

per day, Or
per day, or
per day, or
per day

These daily metering charges apply to typical installations. Customers requiring specialized facilities are subject
to additional metering charges that reflect the additional cost of the installation, (for example, a customer taking
service at 230 Kv). Adjustments to unbundled metering components will result in an adjustment to the bundled
Basic Service Charge.

Meter Reading: $ 0.058 per day

Billing : s 0.064 per day

System Benefits Charge: s 0.00185 per kph

Transmission Charge: s  1.585 pe r k W

Delivery Charge:
Secondary Service: S 6.892per kW for the firs t 100 kw, plus

$ 2.924per kW for a ll a dditiona l kw, plus
$ 0.00010 pe r kph, or

Primary Service: $ 6.280per kW for the  firs t 100 kw, plus
S  2.312per kW for a ll a dditiona l kw, plus
$ 0.00010 pe r kph,  or

RATES  (cont)
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May October Billing Cycles
(Summer)

November April Billing Cycles
(Winte r)

$0.07418 per kph for the t`1rs t 200 kph per kw, plus
$003633 pe r kph for a ll a dditiona l kph

$008920 per kph for the  f1rs t 200 kph per kw, plus
$0.05135 per kph for a ll a dditiona l kph

.I

Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE
FOR MONTHLY MAXIMUM DEMANDS  GREATER THAN 20 KW (cont)

Unbundled Components Delivery Charges (cont)

Transmiss ion Service: s 4.547
s 0.579
s 0.00010

per kW for the first 100 kw, plus
per kW for all additional kw, plus
per kph

Generation Charge:

DIRECT ACCES S

The bill for Direct Access  cus tomers  under this  ra te schedule will cons is t of the applicable Unbundled Components
Basic Service Charge, Sys tem Benefits  Charge, and Delivery Charge, plus  any applicable adjus tments  incorporated
in this  schedule. Direct Access  cus tomers  must acquire and pay for generation, transmiss ion, and revenue cycle
services  from a  competitive third party supplier. If any revenue cycle services  a re not ava ilable from a  third party
supplier and must be obta ined from the Company, the applicable Unbundled Components  Revenue Cycle Service
Charges  will be applied to the cus tomer's  bill.

MINIMUM

The bill for Standard Offer and Direct Access  cus tomers  will not be less  than the applicable Bundled Standard Offer
Service Bas ic Service charge plus  $1.910 for each kW of either: (1) the highes t kW es tablished during the twelve
(12) months  ending with the current month, or (2) the minimum kW specified in an agreement for service, whichever
is  the greater.

P OWER FACTOR

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event leading
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of i 95% at all
times. In situations where Company suspects that a customer's load has a non-confnning power factor, Company
may install at its cost, the appropriate metering to monitor such loads. If the customer's power factor is fotmd to be
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and
recording equipment.

Customers found to have a non-conforming power factor, or other detrimental conditions shall be required to remedy
problems, or pay for facilities/equipment that Company must install on its system to correct for problems caused by
the customer's load. Until such time as the customer remedies the problem to Company satisfaction,
ka may be substituted for kW in determining the applicable charge for billing purposes for each month in which
such failure occurs .

DETERMINATIO N O F KW
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Attachment F
RATE SCHEDULE E-32

GENERAL SERVICE
For billing purposes , including determina tion of Monthly Maximum Demands , the kW used in this  ra te schedule
shall be based on the average kW supplied during the 15-minute period ofmaximurn use during the month as
determined from readings  of the Company's  meter.

ADJ US TMENTS

The Environmenta l Portfolio Surcharge sha ll be applied to every reta il electric service as  set forth in the
Company's  Adjus tment Schedule EPS-l or successor schedules  as  approved by the Arizona Corpora tion
Commiss ion.

2. The bill is  subject to the Power Supply Adjus tment factor as  set forth in the Company's  Adjus tment
Schedule PSA-1 pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744 and Arizona
Corpora tion Commiss ion Decis ion No. 69663 .

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company's
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744.

The bill is  subject to the Environmenta l Improvement Surcharge as  set forth in the Company's  Adjus tment
Schedule ElS pursuant to Arizona Corpora tion Commiss ion Decis ion No. 69663 .

The bill is  subject to the Competition Rules  Compliance Charge as  set forth in the Company's  Adjus tment
Schedule CRCC-1 pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744.

Direct Access customers returning to Standard Offer service may be subject to a Returning Customer Direct
Access Charge as set forth in the Company's Adjustment Schedule RCDAC-1 pursuant to Arizona
Corporation Commission Decision No. 67744.

The bill is  subject to the Demand Side Management Adjus tment charge as  set forth in the Company's
Adjus tment Schedule DSMAC-l pursuant to Arizona  Corpora tion Commiss ion Decis ion No. 67744.

The bill is subject to the applicable proportionate part of any taxes or governmental impositions which are
or may in the future be assessed on the basis of gross revenues of APS and/or the price or revenue from the
electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder.

CONTRACT P ERIOD

For cus tomers  with monthly maximum demands  less  than 2,000 kw, any applicable contract period will be set forth
in the Company's  s tandard agreement for service. For cus tomers  with monthly maximum demands  of 2,000 kW or
greater, and a t the Company's  option, the contract period will be three (3) years  or longer where additional
dis tribution cons truction is  required to serve the cus tomer or, if no additiona l dis tribution cons truction is  required,
the contract period will be one (1) year or longer.

TERMS  AND CONDITIONS

Service under dis rate schedule is subject to the Company's Schedule 1, Terms and Conditions for Standard Offer
and Direct Access Services and the Company's Schedule 10, Terms and Conditions for Direct Access. These
schedules have provisions that may affect the customer's bill. In addition, service may be subject to special terms
and conditions as provided for in a customer contract or service agreement.
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TCA
Typical Customer

Bill Impacts

Attachment G
Page 1 of 1

Customer Class

Average 1
Monthly

Bill

Current Proposed
Transmission Transmission

Charge Charge

Transmission
Charge

Increase

Average Bill
with increased
Transmission

Charge
Percent
Increase

$ %

1,166
Residential

kph Sales
$/kwh
Total Bill $ 125.44 $

1 ,166
0.00520

6.06 $

1,166
0.00619

7.22 $
0.00099

1.15
19.0%
19.0% $ 126.59 0.92%

8,817
General Service< 20kW

kph Sales
$/kwh
Total Bill $ 854.97 $

8,817
0.00424

37.38 $

8,817
0.00519

45.76 $
0.00095

8.38
22.4%
22.4% $ 863.35 0.98%

8,000
General Senice>3 MW

kW Demand
$/kW
Total Bill $ 251,421 $

8,000
1 .7758
14,206 $

8,000
20908
16,726 $

0.315
2,520

17.7%
17.7% $ 253,941 1.00%

1 - Rates effective July 1, 2007


